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EXPOSURE DRAFT
PROPOSED STATEMENT ON STANDARDS
FOR ACCOUNTING AND REVIEW SERVICES
FINANCIAL STATEMENTS
INCLUDED IN A PRESCRIBED FORM
SEPTEMBER 30, 1980

Prepared by the AICPA Accounting and Review Services Committee
for comment from persons interested in accounting and review services

Comments should be received by January 3 1 , 1 9 8 1 , and addressed to
Natalie Brecker, AICPA Accounting and Review Services Committee, File 9320
AICPA, 1211 Avenue of the Americas, New York, N.Y. 10036

AICPA

American Institute of Certified Public Accountants
1211 Avenue of the Americas, New York, New York 10036 (212) 575-6200

September 30, 1980

An exposure draft of a proposed statement on standards for accounting and
review services entitled Financial Statements Included_in_a_Prescribed Form
accompanies this letter.
The proposed statement, which will amend certain paragraphs of SSARS 1, makes
it clear that the accountant's reporting obligation, discussed in paragraphs
5 through 7 of SSARS 1, extends to the compilation or review of financial
statements included in a prescribed form, but it provides a modified form of
standard compilation report when the prescribed form or related instructions
call for departure from generally accepted accounting principles (including
disclosures) or, where applicable, from a comprehensive basis of accounting
other than generally accepted accounting principlesComments or suggestions on any aspect of the exposure draft are sought and
will be appreciated. However, the committee specifically solicits comments
on the following matters,
The exposure draft does not exempt the accountant from reporting on any
type of financial statement included in any type of prescribed form except
financial presentations included in tax returns, which are not included
in the definition of a financial statement in SSARS 1. Some members of the
committee believe that this exemption should extend to other financial
presentations, for example, to those included in forms designed by any
governmental or regulatory unit.
The exposure draft's definition of a prescribed form includes presentations
that are freestanding (that is, a "prescribed form" is not restricted to
a printed form with blanks that are to be filled in), provided their form and
content are regulated by reasonably detailed instructions. Some members of
the committee believe that a "prescribed form" should imply the existence of a
printed blank form that is to be filled in.
These issues will be considered by the committee during the exposure period.
The underlying reasoning for the comments and suggestions submitted will
be particularly helpful. In addition, respondents who would exempt the
accountant from reporting in certain circumstances should suggest specific
criteria for such exemptions.
Written comments on the exposure draft will become part of the public record
of the accounting and review services committee and will be available for

public inspection at the offices of the American Institute of Certified
Public Accountants after February 15, 1981.

Sincerely,

Robert P. Miller, Chairman
Accounting and Review Services Committee

Thomas P. Kelley
Vice President - Technical

This exposure draft has been sent to
• practice offices of CPA firms
• members of AICPA Council and technical committee
chairmen
• state society and chapter presidents, directors, and
committee chairmen
• organizations concerned with regulatory, supervisory, or
other public disclosure of financial activities
• persons who have requested copies
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PROPOSED STATEMENT O N STANDARDS FOR ACCOUNTING AND REVIEW SERVICES
FINANCIAL STATEMENTS INCLUDED IN A PRESCRIBED FORM
1. P a r a g r a p h 7 of SSARS 1
s t a t e s : "The accountant should not
submit unaudited financial statements of a nonpublic entity to his
client or others unless, as a minimum, h e complies with the provisions of this statement applicable
to a compilation
engagement."
This requirement also applies when
the unaudited financial statements
are included in a prescribed form.
This SSARS modifies the form of
standard compilation report w h e n
the prescribed form or related instructions call for departure from
generally accepted accounting principles (including disclosures) or,
w h e r e applicable, from a comprehensive basis of accounting other
than generally accepted accounting
principles, 1 and provides additional
guidance applicable to reports on
financial statements included in a
prescribed form. 2
1

For purposes of this statement, reference
to generally accepted accounting principles includes, where applicable, a comprehensive basis of accounting other
than generally accepted accounting
principles as defined in SAS no. 14,
paragraph 4.
2
This statement amends SSARS 1 in three
places. The following sentences are
added to the end of paragraph .1.8 of
SSARS 1:
Also, an accountant may be asked to
compile financial statements included
in a prescribed form that culls for
departure from generally accepted accounting principles, SSARS XX provides additional guidance, including
a modified form of Standard report,
applicable to such compilation engagements,
The following sentence is added to the
end of footnote 7, paragraph 19 of
SSARS 1;
However, see SSARS XX for guidance
when such financial statements are
included in a prescribed form and
the prescribed form or related instructions call for omission of disclosures
required by generally accepted accounting principles.
The following is added as the penultimate sentence of paragraph 39 of
SSARS 1:
SSARS XX provides guidance when
the departure is called for by a prescribed form or related instructions.
This statement also amends SSARS 2

2. For purposes of this statement, a prescribed
form is any
standard form designed or adopted
by the b o d y to which it is to be
submitted. A financial statement
whose presentation is governed by
detailed instructions or regulations
may b e a prescribed form even
though the financial statement is
not, for example, to b e presented
on a preprinted form; however, a
form designed by the entity whose
financial statements are to b e compiled is not considered to b e a
prescribed form. T h e terms financial statement and nonpublic
entity
are defined in p a r a g r a p h 4 of
SSARS 1, as a m e n d e d .
3, T h e r e is a presumption that
the information required by a prescribed form is sufficient to meet
the needs of the b o d y that designed
or adopted the form a n d that there
is no need for that b o d y to b e
advised of departures from generally accepted accounting principles required b y the prescribed
form or related instructions. Therefore, absent a requirement or a
request for an audit report or a
review report on the financial statements included in a prescribed
form, 3 the following form of standard report is appropriate w h e n the
accountant has compiled financial
statements included in a prescribed form;
by adding the following sentence to
footnote 3, paragraph 2:
See SSARS XX for additional guidance when the accountant compiles
comparative financial statements included in a prescribed form that calls
for departure from generally accepted
accounting principles or, where applicable, from a comprehensive basis
of accounting other than generally
accepted accounting principles.
3
When financial statements included in
a prescribed form have been audited or
when an audit report or a review report
is specifically required by the prescribed
form or is requested by the client, the
accountant should follow the guidance
in statements on auditing standards or
in Other statements on Standards for accounting and review services, as applicable,
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The (identification of financial
statements, including period covered and name of entity) included
in the accompanying prescribed
form have been compiled by rne
(us) from information that is the
representation
of
management
(owners).
I (we) assume that (name of body)
considers the information required
by its form to be sufficient for its
purposes. I (we) have not audited
or reviewed the financial statements included in the prescribed
form and, accordingly, do not express an opinion or any other form
of assurance on them.
4. If the accountant becomes
aware of a d e p a r t u r e from generally accepted accounting principles other than departures t h a t
may b e called for by the prescribed
form or related instructions, h e
should follow the guidance in paragraphs 39 through 41 of SSARS 1
regarding such departures. If the
accountant becomes aware of a
d e p a r t u r e from t h e requirements of
t h e prescribed form or related instructions, b e should consider that
d e p a r t u r e as the equivalent of a
d e p a r t u r e from generally accepted
accounting principles in determining its effect on his report.
5, Prescribed forms may call for
other information in addition to financial statements. W h e n an accountant's report on t h e other
information is requested in addition
to his report on t h e
financial
statements, the accountant should
expand his compilation report to
cover the other data.
In all
other circumstances, the accountant
should read t h e other information
and consider w h e t h e r t h e r e are
any material inconsistencies between t h e financial statements to
be covered by his report and the
other information included in the
form. If the accountant concludes
that the financial statements are
consistent with the other information included in t h e prescribed
form, h e need not report on such
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information. If the accountant concludes that there is a material inconsistency, he should determine
whether the other information, the
financial statements, or both require
revision. If the other information
or the financial statements are not

EXPOSURE

DRAFT

revised to eliminate the material inconsistency, the accountant should
include in his report an explanatory paragraph describing the
material inconsistency. If the accountant believes that an explanatory paragraph of his report is not

adequate to disclose the inconsistency, he should withdraw from the
engagement. The accountant may
wish to consult with his legal counsel in those circumstances.

